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Carnaghi & Schwark, PLLC
CERTIFIED PUBLIC ACCOUNTANTS
UPTON PROFESSIONAL BUILDING
31435 GROESBECK HIGHWAY
ROSEVILLE, MICHIGAN 48066

Anthony L. Carnaghi, CPA (586) 779-8010
Douglas W. Schwark, CPA FAX (586) 771-8970

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors
Michigan Securities, Inc.
Southfield, Michigan

We have audited the statement of financial condition of Michigan Securities, Inc. as of December 31, 2015 and
the related statement of operations, stockholder’s equity, and cash flows for the year then ended. These financial
statements are the responsibility of Michigan Securities, Inc.’s management. Our responsibility is to express an
opinion on these financial statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Michigan Securities, Inc. as of December 31, 2015, and the results of its operations and its cash flows

for the year then ended in accordance with accounting principles generally accepted in the United States of
America.

The supplementary information contained on pages 13 and 14, has been subjected to audit procedures
performed in conjunction with the audit of Michigan Securities Inc.’s financial statements. The supplementary
information is the responsibility of the Michigan Securities, Inc.”s management. Our audit procedures included
determining whether the supplementary information reconciles to the financial statements or the underlying
accounting and other records, as applicable, and performing procedures to test the completeness and accuracy of
the information presented in the supplementary information. In forming our opinion on the supplementary
information, we evaluated whether the supplementary information, including its form and content, is presented
in conformity with 17 C. F. R. 240.17a-5. In our opinion, the supplementary information is fairly stated, in all
material respects, in relation to the financial statements as a whole.

Ka/”% -/W ALLe

Roseville, Michigan
February 18, 2016



MICHIGAN SECURITIES, INC.

STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2015

ASSETS
Cash
Cash equivalents with clearing organizations

Receivable from brokers
Income taxes refundable

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS’ EQUITY
Accounts payable
Note payable to stockholder subordinated

to claims of general creditors
Accrued expenses
Total Liabilities
STOCKHOLDERS’ EQUITY
Common stock authorized, 10,000 shares; issued
and outstanding, 1000 shares
Retained earnings

Total Stockholders’ Equity

TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY

[4]

$ 134,091
114,881
130,626

§ 379,508

$ 12,213

228.443

240,656

5,000

133.942

138.942

§ 379508

See accompanying notes.




B MICHIGAN SECURITIES, INC.

STATEMENT OF OPERATIONS
YEAR ENDED DECEMBER 31, 2015

Revenue:
COMMISSIONS AN FEES. ... v vveerierirrernrerrerrerreerecsierteesiesestesseessassesssesssssresessesssesssssssssssnessessensoss $ 1,979,783
Investment AdVISOTY FEES.....curcierererecrircnts ittt r e b e be e anare e 1,207,268
Annuity and inSurance Products.......ceeceicrireiecrmiiis st st e 1,412,052
14 18<) (11 AU OO OO OO PU PO TOTOORPOOt 134
Total revenue 4,599,237
Expenses:
Salaries, wages, commissions and benefits .......ccovcvieeniiiciiiniiccc e 4,037,527
Exchange fees and QUOTES .......cccovrrrerircerieiiienii s sess e s aesn e ebssreasas s snnanens 43,930
Occupancy and EQUIPIIENL ........veieiiciier i ae e b e be e s ee et s ssarsssnsansessnsnrens 60,470
TEETESE oovveeeeeierseeeeeeeeereesaseereeestsesssssesnrassasesassssrssessesaassrsasaeesaeasasnassassnranaresssranesesssnsanssnrenaasens 8,120
PrOfESSIONAL SEIVICES «ovevveeerreeiiiseeeiieareseersaeieseistesseassseeessensasesesssseasertseearssssasessnnsasasssereassrsans 148,670
Office SUPPLIES AN EXPENSES ..veerrvevererrireeirieeiecre et es et reenesessereeasssas sbebssr e aassresssr s 20,719
Other OPErating EXPENSES .....ccoverrsermurissiersiriiiiitis sttt ss st seess st ssnesesre e resseseesnrseseeserserenes 58,664
Trade CIBATING COSES ...evveerieeirrirrereierernssiererensrmensessnessssssters seeesisbesasntsnestensonsstsessssesssssssasnass 92.605
Total expenses 4,470,705
Income before income taxes 128,532
Income tax expense ( 33.039)
NET INCOME 5,493

See accompanying notes.
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B MICHIGAN SECURITIES, INC.

STATEMENT OF STOCKHOLDERS’ EQUITY

YEAR ENDED DECEMBER 31, 2015

Common Retained
Stock Earnings
Balance at December 31, 2014 $ 5,000 $ 38,449
Net income for Year .......occvvemevnncnnns — 95.493
Balance at December 31, 2015 $ 5.000 $ 133.942 .

6]

See accompanying notes.




B MICHIGAN SECURITIES, INC.

STATEMENT OF CHANGES IN NOTES PAYABLE SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS
YEAR ENDED DECEMBER 31, 2014

Balance at December 31, 2014 $ 100,188
Change for year — repayment of note in full ..o eveivniicciniiend SRTU ( 100.188)
Balance at December 31, 2015 $ —

See accompanying notes.
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B MICHIGAN SECURITIES, INC.

STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2015

CASH FLOWS FROM OPERATING ACTIVITIES
NEL INCOIME .ueenviriereiriretertercre et st et e raeresresse s saese e sse st as e sses e sss et asneneasssansessasessasssneses $ 95,493

Adjustments to reconcile net income or loss to net
cash provided by or used in operating activities:

DEPrECIALION. c.cevrueeerceererreririrer e see e e e esessrees s e b esaeseses e sssrassesansenssenanencs 105
Changes in:
AcCOUNES PAYADIE.....c..eeereeciietiee et s s 1,189
RECEIVADIES .....oceereiiereeeectcere ettt sttt st et eaesa e sr e st e s e e snvessesenesnanenns 28,322
ACCTUEA EXPEINSES c.vuvreverrerienerseeueessesnssessssesssesse e sssnssesisseasssnensentssssassessassesnaressins ( 163,590)
Refundable INCOME tAXES .....eoverrrrerueereerirreeneeriesssasse s stnsessaseesstosesrsaeonssessesresnens 980
Total adjustments { 132,994)
Net cash used in operating activities ( 37.501)

CASH FLOW FROM FINANCING ACTIVITIES

Repayment of note to StOCKNOIAET ..ot { 100,188)
Net cash used in financing activities ( 100.188)
NET DECREASE IN CASH ( 137,689)
Cash and cash deposits — Beginning of year 386.661
Cash and cash deposits — End of year $ 248,972

SUPPLEMENTAL CASH FLOW INFORMATION

Cash paid for interest $ 8,120
Cash paid for income taxes $ —

See accompanying notes.
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B MICHIGAN SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS

NOTE 1 - ORGANIZATION

Michigan Securities, Inc. (the “Company”) conducts a general securities business as a securities
broker-dealer and as a registered investment advisor and must meet the requirements of the 1934
Securities Act and the 1940 Investment Advisors Act.

The Company’s client base is retail and institutional accounts located primarily in Southeastern
Michigan. The Company introduces all of its customers’ accounts to New York Stock Exchange,
Inc. member firms on a fully disclosed basis. As such, the Company does not carry customer funds
or customer securities and is exempt from certain provisions of SEC Rule 15¢3-3.

NOTE 2 ~-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Revenue Recognition
Commissions and related clearing expenses are recorded on a trade date basis. Investment advisory

fees and fees on insurance products are recorded when income is reasonable determinable.

Management Estimates
The preparation of financial statements in conformity with generally accepted accounting principles

requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

Financial Instruments with Off-Balance Sheet Risk

In the normal course of business, the Company’s activities involve the execution, settlement and
financing of various securities transactions. These activities may expose the Company to off-
balance sheet risk in the event the other party to the transaction is unable to fulfill its contractual
obligation.

Federal Income Taxes

The Company recognizes and measures its unrecognized tax benefits in accordance with FASB
ASC 740, Income Taxes. The primary objective of ASC 740 is to prescribe measurement and
disclosure requirements for income tax provisions when uncertainty exists as to whether the
reporting entity’s tax positions would be sustained in the event of an examination. Company
management believes that there are no material uncertainties in which tax positions taken would
not be sustained upon examination. With few exceptions, the Company is no longer subject to U.S.
Federal income tax examinations for years before 2012 or state income tax examinations for years
before 2011.

Furniture, Fi | Equi

Furniture, fixtures and equipment are stated at cost less accumulated depreciation Maintenance and
repairs are charged to operations as incurred. Depreciation and amortization is charged to
operations over the useful lives of the assets using accelerated depreciation methods.

(9]




B MICHIGAN SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Subsequent Events

The Company has evaluated events and transactions for potential recognition or disclosure through
February 18, 2016, which is the same date the financial statements were available to be issued.

NOTE 3 — NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission’s Uniform Net Capital Rule
(Rule 15¢3-1). Based on the provisions of this rule, the Company must maintain net capital
equivalent to the greater of $50,000 or 1/15th of aggregate indebtedness, as defined.

At December 31, 2015, the Company’s net capital totaled $104,515 which was $54,515 in excess

of its required net capital of $50,000. The ratio of aggregate indebtedness to net capital (which
may not exceed 15 to 1) was 2.3 to 1.

NOTE 4 — FURNITURE, FIXTURES AND EQUIPMENT
Furniture, fixtures and equipment consist of the following at December 31, 2015:

Office equipment and furnishings $ 27,625
Accumulated depreciation

27.625

&___—_____

NOTE 5 - LEASE COMMITMENTS

The Company leases facilities and equipment under operating leases expiring through October
2019. Future expected minimum lease payments are as follows:

2016 $ 23,000
2017 3,650
2018 3,650
2019 3.000

33,300

Rental expense approximated $42,000 for the year ended December 31, 2015.

(10]




B MICHIGAN SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS

NOTE 6 — NOTES PAYABLE TO STOCKHOLDER SUBORDINATED TO CLAIMS OF
GENERAL CREDITORS

Borrowings under subordination agreements as of December 31, 2014 consisted of a subordinated
note payable to the majority stockholder of the Company at 8% per annum. The note was approved
by the Financial Industry Regulatory Authority, Inc. (FINRA) and is therefore available in
computing net capital under the Securities and Exchange Commission’s uniform net capital rule.
To the extent such borrowings were required for the Company’s continued compliance with
minimum net capital requirements, they could not be repaid. During 2015, FINRA approved
repayment, and the Company repaid the note in full.

NOTE 7—- EMPLOYEE BENEFIT PLAN

The Company sponsors a 401(k) Plan (Plan) for substantially all employees meeting minimum age
and service requirements. The Plan provides for elective contributions by employees up to the
maximum limit allowed by tax regulations. Under the terms of the Plan, the Company may make
discretionary contributions. Company contributions to the Plan for the year ended December 31,
2015 totaled $16,200.

NOTE 8 - RELATED PARTY TRASACTIONS

The Company receives insurance product commissions and advisory fees from related entities
under common control. Income received from these related parties approximated $1,580,000 for
the year ended December 31, 2015.

NOTE 9 - FAIR VALUE FINANCIAL INSTRUMENTS

The Company’s financial instruments consist of cash and cash equivalents, receivables, accounts
payable, accrued expenses and notes payable. The recorded values of cash and cash equivalents,
receivables, accounts payable and accrued expenses approximate their fair values based on the
short-term nature of these instruments. The recorded values of notes payable approximate their fair
values as interest approximate market rates.

(1]
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B MICHIGAN SECURITIES, INC.

COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

NET CAPITAL
Total StOCKNOIAErS® EQUILY ..vovsverereeerrerreeererre st esnaeese sttt st sennsesensssns $ 138,942
Deduct stockholders’ equity not allowable for net capital......c...ccoooeverevecnenenene. —
Total stockholders’ equity qualified for net capital 138,942
Deductions and haircuts on securities:
Deposits and receivables ....... .o vt e 32,129
Furniture, fixtures and eqUIPMENt .......cceovverremenrerieeeirinienineeenreneesceesarsnseseens —
Haircuts on securities-stocks and mutual funds .......cccceevvevveiieeeeiirnnenrecevenaes 2,298

UNSECUTEA AEDILS ...veivriiicriecieeeee et tre s s teeeesessaeses esnsessrassnssenses —

34,427

Net capital 104,515

Net capital requirement

50,000

Excess net capital $ 54.515

COMPUTATION OF AGGREGATE INDEBTEDNESS

Total aggregate indebtedness liabilities $ 240,655
Percentage of aggregate indebtedness to net capital 230%

Reconciliation with Company’s Computation

There are no material differences between the computation of net capital as reported in Michigan Securities,
Inc. Part II amended (Unaudited) FOCUS report dated December 31, 2015 and the above calculations.

[13]




B MICHIGAN SECURITIES, INC.

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
FOR BROKER-DEALER UNDER RULE 15¢3-3

Michigan Securities, Inc. is exempt from the Computation for Determination of Reserve Requirements for
Broker-Dealers under Rule 15c3-3 of the Securities and Exchange Commission because of exemption
provided under Rule 15¢3-3(k)(2)(ii), as a broker-dealer, “who, as an introducing broker-dealer, clears all
transactions with and for customers on a fully disclosed basis with a clearing broker-dealer ...”.

(14]




Carnaghi & Schwark, PLLC
CERTIFIED PUBLIC ACCOUNTANTS
UPTON PROFESSIONAL BUILDING

30435 GROESBECK HIGHWAY
ROSEVILLE, MICHIGAN 48066

ANTHONY [. CARNAGHL., CPA (586) 779-8010
DOouGLAS W. SCHWARK. CPA FAX (586) 771-8970

SIPC SUPPLEMENTAL REPORT IN ACCORDANCE WITH RULE 172a-5(e)(4)

INDEPENDENT ACCOUNTANTS REPORT
ON APPLYING AGREED-UPON PROCEDURES

To the Board of Directors
Michigan Securities, Inc.
Southfield, Michigan

In accordance with Rule 17a-5(¢)(4) under the Securities Exchange Act of 1934, we have
performed the procedures enumerated below with respect to the accompanying Schedule of
Assessment and Payments (Form SIPC-7) to the Securities Investor Protection Corporation
(SIPC) for the year ended December 31, 2015, which were agreed to by Michigan™
Securities, Inc. and the Securities and Exchange Commission, Financial Industry
Regulatory Authority, Inc. and SIPC, solely to assist you and the other specified parties in
evaluating Michigan Securities, Inc.’s compliance with the applicable instructions of the
Form SIPC-7. Michigan Securities Inc.’s management is responsible for Michigan
Securities Inc.’s compliance with those requirements. This agreed-upon procedures
engagement was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants. The sufficiency of these procedures is
solely the responsibility of those parties specified in this report. Consequently, we make no
representation regarding the sufficiency of the procedures described below either for the
purpose for which this report has been requested or for any other purpose. The procedures
we performed and our findings are as follows:

1. Compared the listed assessment payments in Form SIPC-7 with respective cash
disbursement records entries noting no differences;

2. Compared the amounts reported on the audited Form X-17A-5 for the year ended
December 31, 2015 with the amounts reported in Form SIPC-7 for the year ended
December 31, 2015 noting no differences;

3. Compared any adjustments reported in Form SIPC-7 with supporting schedules
and working papers noting no differences;

4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and
in the related schedules and working papers supporting the adjustments noting no
differences; and

5. Compared the amount of any overpayment applied to the current assessment with

the Form SIPC-7 on which it was originally computed noting no differences.

15



We were not engaged to, and did not conduct an examination, the objective of which
would be the expression of an opinion on compliance. Accordingly, we do not express
such an opinion. Had we performed additional procedures, other matters might have
come to our attention that would have been reported to you.

This report is intended solely for the intormation and use of the specified parties listed

above and is not intended to be and should not be used by anyone other than these
specified parties.

Corneghs b debonik, PLLC

Roseville, Michigan
February 18, 2016
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SECURITIES INVESTOR PROTECTION CORPORATION
P.O. Box 82185 Washington, D.C. 200906-2185
202-371-8300
General Assessment Reconciliation
For the Tiscal year ended 12/31/2015
{Read carelolly the instructions in your Working Copy before cemplefing this Form)

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

1. Name of Membdr, address, Designated Exainining Authority, 1934 Act registrdtion no. and manth in which fiscal year ends for
purposes of the audil requirement of SEC Rufe 17a-5:

I Nole: If any of the informatien shown on the
mailing label requires correction, please e-niail

SIPC-7

(33-REV 7/10)

SIPG-7

(33-REV 7/10)

1B EH sz gratmsersssmntisen X ED AADC 220 any correclions to form@sipe.org and so
052084 FINRA DEC indicate on the form filed,

MICHIGAN SEGURITIES INC

21413 CVIC CTNTER DK STE 200 Name and leléphone number of peison to

SOUTHFIELD M| 48076-3853

L |

contact respecting this form,

/ M R

2. A. General Assessmant {item 2@ from page 2) $ 0. 73

B. Less payment mada with SIPC-8 filed (exclude interest) { Ny /0

7/3d Jaers
Date Paid

C. Less prior overpayment applied { '

D. Assessment balance due or {overpayment) 7 (5{2#

E. Interest compuled on late payment (see instruction E) for______days al 20% per annum -

722

£

F. Total assessmant balancs and interest due {or overpaymeni carried lorward)

G. PAID WITH THIS FORM:

Chack anclosed, payable to SIPC ey
Total (must be same as F above) $ ) /1 ;,72,;
H. Overpayment carried forward $( p— )

3. Subsidiaries (S)-and predecessors {P) included in this form {give name and 1934 Act registration number);

The SIPC member submitling this form and the o ~ / - p
person by whom il is execuled represent therehy v ] - ) i g ‘ﬁ N
that all information contained herein is true, correct If}(/e«éf LG p WG CUA L AL

v ofhier erganization}

and complele samae o orgoralion /E’;i?no.tx!_nin

Dated the | ] day of_ V" €hyvecd 20 ji, .
A {Till]

This form and the assessment payment is due 60 days after the end of the fiscal year. Retain the Working Copy of this form

for a period of not less than 6 years, the latest 2 years in an easily accessible place.

&= Dates

= Pasimarked Récelved Reviewed

o

a_ Caleulations Documentation Forward Copy
o .

e Exceplions:

Qe

< Disposition of exceptions:




DETERMINATION OF "SIPC NET OPERATING REVENUES”
AND GENERAL ASSESSMENT

iseal perind

2/3172015

Eliminate cents

Hem Ng, ..
s 4/5GG 285

jotal reven

2h. Addiions:
{ sidiaries) ang

{23 Bel oss front princips! lransaetions in securities

inzipal ransastions

e undenyil

421

sductad i deleomining pat

£t

o,

H 5
LAV

anyes from the distribution of shars anit
frust, rom the sale of variz investment
se"vic&s rend

f i io ¢ i £ 28 o in nog Lo e 7’,;,7(;5"‘ ; ,
: : #d X £ ey
;o and Hom fransactiens in sacinity hulures produsis, ) £ /{ ;7&5?

P

} Revanyes ftom cogumodi

& and clearance paid 1o cther

QR s~

g2 -

of commisgions snd markups eamsd fin

() Treasury wills, baskets

A4

Y5 96

24. 8IPC Net Operating Rever & ax = 70

g, Gensral Asses

a3

@ 0025 ' 3 ~0 3

page i, Hag 2.4

A3



Carnaghi & Schwark, PLLC
CERTIFIED PUBLIC ACCOUNTANTS
UPTON PROFESSIONAL BUILDING
30435 GROESBECK HIGHWAY
ROSEVILLE, MICHIGAN 48066

Anthony L Carnaghi; CPA (586) 779-8010
Douglas W. Schwark. CPA FAX (586) 771-8970

EXEMPTION REPORT IN ACCORDANCE WITH RULE 17a-5

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors
Michigan Securities, Inc.
Southfield, Michigan

We have reviewed management’s statements, included in the accompanying Exemption Report prepared
pursuant to Securities and Exchange Act of 1934 Rule 17a-5, in which (1) Michigan Securities, Inc. identified
the following provisions of 17 C.F.R. subsection 15¢3-3(k) under which Michigan Securities, Inc. claimed
an exemption from 17 C.F.R. subsection 240.15¢3-3: k(2)(ii) (the “exemption provisions™) and (2) Michigan
Securities, Inc. stated that Michigan Securities, Inc. met the identified exemption provisions throughout the
current fiscal year without exception. Michigan Securities Inc.’s management is responsible for compliance
with the exemption provisions and its statements.

Our review was conducted in accordance with the standards of the Public Company Accounting Oversight
Board (United States) and, accordingly, included inquiries and other required procedures to obtain evidence
about Michigan Securities, Inc.’s compliance with the exemption provisions. A review is substantially less
in scope than an examination, the objective of which is the expression of an opinion on management’s
statements. Accordingly, we do not express such an opinion.

Based on our review, we are not aware of any material modifications that should be made to management’s

statements referred to above for them to be fairly stated, in all material respects, based on the provisions set
forth in paragraph (k)(2)(ii) of rule 15¢3-3 under the Securities Exchange Act of 1934,

&W,% e Dok, PLLE

Roseville, Michigan
February 18,2016
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Michigan Securities, Inc.
Exemption Report Prepared Pursuant to Securities and Exchange Act of 1934 Rule 17a-5,
Subsection 240.17a-5(d)(1) and (4) of the U.S. Securities and Exchange Commission
December 31, 2015

Michigan Securities, Inc. Exemption Report

The following statements are made to the best knowledge and belief of Leanna Kavanagh as
Chief Financial Officer/FinOp of Michigan Securities, Inc.:

I, Leanna Kavanagh, as the Chief Financial Officer/FinOp of Michigan Securities, Inc., (the
Company) am responsible for complying with 17 C.F.R. Section 240.17a-5, (“Reports to be
made by certain brokers and dealers™) and complying with 17 C.F.R. Section 240.15¢3-3(k) (the
“exemption provisions”). | have performed an evaluation of the Company’s compliance with the
requirements of 17 C.F.R. Section 240.17a-5 and the exemption provisions.

Based on this evaluation, I assert the following:

I identified the provisions of 17 C.F.R. Section 240.15¢3-3(k) under which the Company
claimed an exemption from 17 C.F.R. Section 240.15¢3-3: (k)(2)(i1) all customer transactions
cleared through another broker-dealer on a fully disclosed basis.

The Company met the identified exemption provisions for the fiscal year ended December
31, 2015 without exception.

I, Leanna Kavanagh, affirm that, to the best of my knowledge and belief, this Exemption Report
is true and correct.

j (" [P : P
%igﬁﬂﬁ,ﬁ/fif}“@\f@'ﬁ&%f“ tnlp / A0
Leanna Kavanagh U Title

i
i

February 18, 2016



